By Walter W. Jacobs and Clement Winstan

Recent Trends in Retail Trade

CDNSIDERABLE sttention has hean givem in recant
weoka to the signs of slackening in yatai] sctivity. Reduvced
buying both in durable- and nondurg.h]argt)od-z siores &nd
an Easter season which n,pﬁ-mtly did not measure up to
merchandizers’ expecintiona hnva been attended by B morked
increese in inventories. The decline in eales to Maoreh
from the all-time peak in January canselled holf of the 15
E-ercantr increase on 6 sepsonally adjusted basis from Novem-

or to January. -

Among the rensons advanced for this essing, o fow seem
to be of major significance. First, buying waves of the in-
tensity of that touched off in Juma by the invasion of 3owth
Eores, end &gain lnts in 1950 by the Chinese intervention
are necessarily of short duration. Second, the imposition of

rice “ﬁn'mltsorl;raﬂ tﬂrﬁpmd one qcfil the principal iucu%tgﬁua

r outicips purchusie—ropidly rising prices. ar
factors inelude the anbetantin]l reduction in I‘El; backlog of
demand for dursble goode a2 & result of continnad high pro-
duction, the existence of ecradit restristions kesping anmes
potential buyers out of the stores, and the first signa of cuir-
toilment of residential constraction with ite uopnct ox
furniture sad applinnee demagd.

Thers is little liketihood, howaver, of any sustained dimi-
nution in retail sales arising from the demand gide, in view
of the seale of mobilization axpenditurea ¥ in progress
or in prospect, Within the next year, the rate of Goven-
ment outlays for military and relxted gowds 18 scheduled to
rize to twice the 325 billion rate achieved in the first quarter
of 1951. Kxpenditures for plant and equipmeni are salso
expected by businessmon to advance apprecinbly, as pointed
out in last month’s Syrvey or Cunrsent Bysiness,

" Theae factors, while diverting resources from consumer
‘goods ontput, at the same time Mmeurs o subatential inerease
m pergonal ncome over present mies, and even with a
marked step-up in income taxes, disposnble income will also

move 1 . Consaquently, apart from short-run fluctu-
ations, pressures in the forescenble future are likely
to grow,

In this situntion, it is the au;iylply picture which will lm%aly
determine the charneter of retail activity m this period. For
durable goods, the limitation orders alr in force and in
prospact on the vss of eritical meterinls for civilian goods
wrill eﬁm to have s pronounced affect on output of some
items by the middle of 19851, The effect will increass,
although it wil not Teach snything Fle the proportions
requitired doring World Wer IT unless international develop-
ments should necessitate an intensification of the defense

effort.

In the lnntger rangs, of course, the sxtly schoduled
expansions of productive capacity may later permit relaxa.
tion of the curtailment of comsumer durables sven during
tha continuation of the defense program.

The reduced availability of durablea in the short run ghould
add to the effect of rising income o aiding the damend for
nondurable goods.  Prospactive limitaticns on the supply of
nondurables for civilian consumption do not appear im-
portent in general.
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In gum, therefors, the over-all demand-supply eituation
will continue to be domineted by inflotionary E:aam dur-
ing the .i?ariud of partial mobilization which ahend, ol-
though thiz does not preclude the appearance of brief iet-ups
in sueh pressures, which may enll for alert merchandising to
keap many lines moving et volumes,

Prezent Position of Retail Salea

‘The subsidence in the fewr months of the sseond
osi-Korean buying wuve has received far more attention
n was cccasioned by the let-up last avtumn following the
sumener flurey.  Thia cannot be expiained by the amount of
the decline, for March dollar sales were down anly 7 percent
from the n]i-tl;nﬂ Ligh on o seasonally edjusted basis regorded
2 months earlier, and the March total was higher than in on
ol s n e Bﬂﬂi?:i:lfpmmiu: furbher
=11 nta #a are av or te no
oo e Moo

An avident reasen for the difference in resction lies in the
conditién of retoil inventories, which have continued to grow
dospita tha high rate of sples in Jan and Fabronry, %‘i\a
increass in book valua to the end of March, amounting ic
more than $4 billion sincs Jast July, has cccurred in durable
as well a8 nondurable items and reflected higher volume s
well as higher coats. This riss in inventories as salea lagped
was | v responeible for recent declines in ordeta placed
with manufneturers for consumer goods.

The proctica of vaing year-to-vear comyarisons may alao
have p]paye-d its part in atiracting greater attention to the
more recent abstement in buying. Physical volime this
March was no higher than the correspondmg month of 1950
Last foll, in contrast, thera were gaine in uwnib snles over
yoar-ago tigures.

. The effect of price increasee in the recent movement of
monthly sales iz aﬁ:;lnm inated in the following tabla whiﬂl;fgim
in index form (June 1950=100) tha phy=ical volume of pee-
sonally adjusted retail snles over the @ months from July 1950
to March 1051, compured with the pre-Korea penk month:

1M [5:11}
% M’E Bert. Dk Mar. Dea. Jan. Paoh. Dnr,
\ 1064 | L% il [ o 106.2 [~ %] [ 1]

It mey be noted that the price chonge during the 3 monthe
mora accounted for fﬁ: increase in dollar sales over the
iod, s0 that physical volume in March was som
the vious June, However, it was higher than
yust before the yenr-end spurt in sales.

It is pleo possible thet an Eester season which fell below
the expectations of some L more than ofset
their satisfaction with & poat-Christmaa period that did not
show the normal degree of elackness,

Foctors adversely affecting demand for durables

pasiat dedine . Gamand, Py ot ok

® amen or dur .
arions detziled analysss, Wiliﬂ not compistely npncﬁ:?aivﬂ,
bave pointed to the satiation of the bulls of the war-induced
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backlog demand for sutos end the virtually complsta elimi-
pation of that for major applisrces,

Although s subetantinl exeess of over-age nutos remaina
in use, the deficiency of younger-nge cars which has charae-
tevized tha entire poBtWar d has finally been wipad out.
Thiz may explain in peré the raduction im intentions {0 bu
putez in 1951 a8 compared with 1950, reported in the Siv
Anonal Survey of Consumer Finances recently completed
by tba Beard of Qovernors of the Federnl Reserve System.

Anvther element which may offect durable goods purchas-
ipg is the exstenve of the credift reatrictions imposed [ast
hﬁ. Ingtallment ¢redit outetanding on tha eale of sutomo-
biles, which had increased mwore than m third in the first
10 months of 1950, has subsequently beea reduced somewhat
ag new rredit ted zince the reinstitution of Regulation
W has fallen ghord of repayments on axist.in% ind ebtadness,
While the credit restrictions did not forestal] heowy purchns-
ing of durables at tha turn of tha year, and while conly a 2mall

ercent of those interviewed in the Survey of Consumer
ﬁin&uﬂ&a just mentioned expected to have their outlays
effected by the restrictions, cleprly the requirements for
mininum down payments and maximum repayment period
will eliminste some poiential purchasers,

Leas diracily, if & decling in residential construction oceurs,
it may aliminote some demond which might otherwige be
eronted for fumitire snd ranjor mpplicances. The sheenoe
of the normal seasonal rise In housing starts this March
may pressge such & dacline.

Hcome principal determinant of demand

As pointed out in the intreduction, however, auch & recital
of factors overlooka tha major element in determining de-
mand—the level of disposable income. With Government
purchasea of zoods for defonse purposes scheduled to in-
eraase $2h I:: ion pnth‘m a yaor, und with businesesmen
planning fo invest in new plant and equipment $5 billion
more in 3051 than thay did in 1050, an nerenses in personal
income i8 indicated which in very unitkely t¢ be offsst com-
Metely by higher taxes.

Consequently, the siguificnnca of the foctors just cited
does not lie in their implientions for the demand for con-
agﬁ;ﬂﬂ:mhlaa mdf:-haﬁnm “Eiﬁt.um—ak “ithiuplu. Ehg,ﬂ“ tame, re-
ntrie on production make ey e prinei
limitntion on rgtmi sales 0f durables, m‘a}impurtunh thl::lnﬁl
any short-yum implieation je the suggestion that when in-
creased produetive capacity {8 9 greater supply of con-
sumer durables, sales in relation to income may well be
somowhat lower than in the past 2 OF course, & new
» bocklog demand could be created in tha interim.

Retail sales close to peak -

. Before reviewing the historica) patterns of retail setiviiy
 relution to incoma for the light they throw on thesa con-
siderntiong, it may be usaful to ses how anles stand b{ conl-
porison with the eadisr postwor years. Chart | emphasizes
the axtent of the increase in purchaging ot retail in the past
8 months. Although murh of this inerease Tepresents price
rizes as pointed out earlier, there wes also a subet&nﬁaf ad-
vance i phyzical volume, with the year 1950 about 8 per-
fﬁenf.h abave 1049, and tha first quarter 1951 up & Ltie
urther.

Althouph the trend within thie guarter has been downward,
elearly retoil snles currently can be called low only by com-
patizon with the exvessive u;ﬁnﬁ which eama o fow monthe
earliar, In fact, doller seles in March of this vear were sux-

vily in the 4 moniha of heavieat purchazing: Joly-

l}ﬁﬁ 1960 gnd Jannary-F 1951,

ils many of the lines of trade alse were near sheir poste
war quarterly highs, this wag by no meaus trua for all groups,
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Chert 2 gives some notion of the disparity in the ourrent
situation among the different kinds of business.

Generslly speeking, the durnble-goods groupa in the first
quarter of 1051 registered sales about on a par with those 2
quarters enrlier were well sbove any other pestwar quor-
kar. 'The sole axcaption ameng the mafj-::-r lines of trade was
jowalry, which had recovared only half of its slide batwsen
1848 and 1948,

Food sales continue higher

Among the non-durnble-goods estublishments, the food
ggup has contributed importantly te the pest-Eorean rise,
Lar snlas of food storas have aboub kept pace with rising

ices, and neither thess price advances nor higher ouk-

. lays for durables havs lad to any decline in tha quantity of

food purchased at retail.

Chart 1.—Sales of Retall Stores
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basis, salee this January

weres the highest ¢ver recordad. Fating and drinking places
slso have ried & sharp gain in the first quarter whiek
atill leaves their sales somewhet helow earlier highs.

Durables fluctuate more after Korea

An interesting difference mey be observed in chart 2
between the durable-goods groupa and the nondurnbles.
The pattern of & high third quarter, followed by 2 dip—
usually fairdy steep—and another rise in the early montha of
this year is common to all of the durehle-geods i It is
sbeent from the nondurable-goods stores, except for the

neral merchendise group and al=s for Alling stations (not

wh in the chart). In the two exeeptional groups, it was
apparently sales of durable fterws—for example, home-
furnis 3 in the first case, guio accessories and tires in the
other—which necountad for the resemblones to the mowe-
ments of the durable stores.

The disporate behavier of hard and soft govds underlines
tha problem of atéempiing to appraise the impaot of the
factors affecting demsnd. In explaining why sales of
durable-gooda stores in the fourth quarter were so much
below the previcus quarter, the mﬁﬁp&tﬂr%hu]'ing,_ Regu-

lation W, and the genernl improvement in Kores might il
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Chart 2.~Sales of Retail Stores by Selected Kinds of Business
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be cited. the laat of these hod » markedly chovged
effact by the firsé quarter of 1951, which sugpeata that the
incrense in buying in that peried was tied to paychologicsl
a5 woll az economic foctors.

Historical Comparison

The primary charapferistio of retail sales during almost
the entire postwar period has been the unprevedonted spend-
ing by consumers for durnble geods.! In the period ireme-
dia nitar the war's end, the demand for durables was in
excess of that indicnted by normal cyelical factors becoanse
of their unovailability ducing the war, It took several
yenrs before Emduct&nn could vige enough to aatisfy current
demand and begin to work off the backlog.

The unusun] extent of durable goods pureBases since 1945
can beat be appraised by comporison over time. {See
choet 8.) The portion of the consumer’s dollar epent at
durablegoods storez has been slmost without inter-
ruption sinee then. During 1950 the ratio of retail sales
Bt durnlle-poods atorez to disposabls personal income aver-
sged 24 percent im the 192941,

The prinet component in the rising importance of
durables has been the heavy expenditurea for automobiles.
Sales in the automotive group in 1050 neepunted for about
14 peresnt of income, comparad with w top value of 9 percent
in the earlier yeara (tebie 1}.

The relative position of durnbles other than avios has also
improved, though not to the same extent. Kven st jewelry
stores, where sales had been moving gen downward

hobvesn
mu:‘nd! rodall mabe.
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from 1046 wntil the Intter port of 1949, ths ratio of soles to
income did not fall below mrewar high points.

Nondurable share of income declines

With durahble noi rendily aveilable in 1948 ond 1947,
nondurable-goode stores incrensed their share of consumer
incoms to more than 51 percent. In the years prier {o 1941
the propertion had ra beiween 42 and 45 percent.

Since 1947 the ratio for nondurables has been declining.
It renchad 45 percant in 1950, 2 valus Imﬂ&:!nae to the pro-
pn;t.iun charactaristic of the thirties, although still above
1929 or IH41, -

For mosat of the nondurabla-poods q,E?upﬂ the 1850 rotic
of sales to incoime was slightly below ura shown in the
ears inmedi jor 5 tha war he feod group,

owever, still accounts for s higher proportion of income
thaa in the thirties despite a slow decline 1z relotive position
ﬁnﬂlwpmﬁ*m' of these changes in the ratic of retail sto
e Lp eso changes in the ra retail store
sales to conswmer income is somewhat complicated by cyclicd
and sepular shifts in the proportions of incoms spent f
virious commadities, Tn attempting io allow for fluctustic
in the ratio which are tied to Tariations in the level of income,
use moy be made of the eorrelation of dollar sales with
dis la inecoma.?

4 ghows the inanr regressions of sales of durablé-
nod nondurable- ghorea on disposable incoms over the
pariod 1926—40, The nature of these regressions, based on
8 single major cycle, impliea that the ratic of monduyable-
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sales to imcome rameins fably constand, while for
Jurebles the ratio ineresses with income,

The higher ingome of the poatwar yenrs as comperad with
(e prewer period doga not appear cient to copount com-
plovely for the amount of reiail spending on durpbles in the
post year of 2o, if the relationship is in fact the nppropriste
porm for the present time. More detniled studies of con-
sumer durebles have indicatad that the carryover of demand
from the wor period and the high rate of residential con-
struction are the most significant of the Tactors smitted from
tha relationship in exp u.ininq the exceptionn]l smount of
speanding for durable goods.'! However, the 2 quorters
which most definitaly dapart from the line of ra ion ara
those choracterized moat oloarly by excessive buying dua
Ly the Korean developments. )

In contrast, sales at esiablishments retsiling nondurabls

ds have returned steadily towerd the historical patiern
in the yeors since 1847. Here agein the third quarter of
1950 and the first quarter of this yenr lie further abova the
lin» of regression than the other quarters of 1950. [t has
alrcady been noted thot some part of this excess buying
can ba attributad to enles of durable poods at establishments
clagsified in the nondurable group, o ]

In c&ncludil:lg this discussion of the historieal relation of
retail sales to disposable incoms, it should be remarked that

1 Beg "Poatwne Forndlore Mokt and the Faoters Duurminhlﬁ Tomeml,” SUAYET OF
Qe DoMyED, Miay 1060, and +The Demond bor Sonsouwes’ Dorable Goods,' B0NTET
ar Oveeenr Hosomres, Tune 1960,

Toble 1.—Retail Stors Salrs an 0 Peresntage of Bisposnbic Persona] Income
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the oovelation ooelysis seerns to yield a more auccessful
sxtrapolntion to the postwar years than doess the ratio
annlysiz. While sales of the durable-gooda group are shown
by both approsches to be higher relative 4o ncome thao in
the prewar years,the regrassion line gives n smuoller and mors
plousible degrea of excessive buying in 1950. In the case of
nondurable geods, the correlation and ratio appraaches give
almast identicel results®

Current period similar to 194041

In order to obioin o clearer pisturs of the nature of con-
sumer buying patterns in recant months, it is of valus to seck
& pariod in pnst compnrebla to the present, at least in
acihe important respeots.

The period beginning with July 1960 has sacn a movement
toward partial mobilization, In the wake of Eorea, prices
have been nctensing, demands for defense have begun to
limit the use of critieal matoriala for civilian requirsments,
and some measure of control has been instituted over prices,
wages, eredrt, and production
uch n period has much in eommon with the years 194041,
Early in 1840 only the export demend for war materials
competed to any extent with civilian requirements. After
the invesion of the Lowlands and France in May 1940,

1 Tt ralmbrmahips ta ineamss of soosamplion sxpradiiams for dornbly poods and for non-
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towever, the Nation's defense program begen to take shape.
By October of thet yeor the ﬁ]j-atrgpr:n.carhmeb?g drnft hod beanp
apgllwad and partial mobilization was well under way.

the fall of the year shortages of critical materials led to
the seiting up of o priority system. As mobilization was
gtapped ? and shortages became mors acuts, direct condrals
on the volumme of ¢ivilisn goods were instituted early in 1941
under the Office of Production M enzont, anufac-
turers were ordered to limit their production of esrtain types
of eivilian goods, )

By the end of 1940 it wns plready sppocent thet cuthocke
in produetion of importaot congumer durshles were imminent.
Manufacturers ruaEed to produce as much as possibla befors
lm:nﬂt.ntmm were imposed, and consumers similarly hurried
o buy.

Motor vehice sales began movmg upward rapidly in the
fourth guarter of 1940 and by the t.p::ua.ﬂm gfd{yﬂél had
advaneed mors than 40 percent. Through thoe first half of
1941 snles remained high, abserbing ofi thet the indusicy
produced. Reflosting the sharpened demand for major
appliances, home furnishi atora sales alsn hegan their
uglmrd climt in the labier ﬁ“ of 1040 and continued into
164i. Ia the nendurable-goods proups steady paine were
also shown but thess were Jnrgely the cffect of price rises.

Such developments ae the mounting intensity of magerials
ahortages and price increases, the elimination of sillc importa,
and the new credit repulations and axcise toxes sohaduled for
September, all combined to cause an upsurge in anticipatory
boying that culminated in 2 penk in August. The only store
group that showed no August onse wos the rutomotive
mleﬁgﬁy Hore, as indicoted, soles were fimited by s_mpgy
. and off as production declined, The rise in sales in this

group towaxd the end of the year wns das solely to price ad-
VAILCOS,

After the pealk in the summer of 1841, an adjustment fol-
lowed a8 consumers relaxed their purchasing semewhat.
Toward the and of the yenr, however, buﬂﬁgag strengthened
ggmndus deurl;hﬁ sivilinn g ; ucE-:m cnrtaikmant nu;'jlm wire
introduced. e major bu; urry wasin a 08 more
wool was diverted from cﬁm channals, bp

Chart 3.—5alcs of Retall Stores as a Percentage of DHe=
posable Personal Income
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Chart 4.—Sales of Retail Stores Related to Daposakbl,
Personal Income _
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t.hisaﬂm similarity Eu present b?ﬂ;pjng pa,ttam:]fu apparent '11;1
ear, in apie of important differences in the two periods.
Tha%ewia of real income and scenmulated savings ara eur-
renitly higher than before Ponrl Harbor, In addition son-
sumers are elose enough to World War II and bave & =ul-
ﬁmmﬁ;lg keey memory of shoriapes t0 reagt more vapidly to
evEnta.

The end of 1941 brought on total war and with it total
mobilization and the 'v'inua]lﬁ;? lote cegeation of pro-
duction of major civilian durables. ue, developments in
retndl trads ip 1942 cannot provide the basis for nppraising
the cirent outlook, except m the avent that present efforts
ftgﬂ avert the necesaity for full-scnle mobilization meet with

ure,

Regional and Size Differences

onal eeries on retadl activity
meken 1t difflenlt o eompare the responszes to recent avenis
of rede in the varicus of the country. Some informa-
tion, however, ean be obtained from dats on sples of depart-
nient stores in the Faderal Kesarve Districts. These storea
form an Jmlportnnt segment of retail @ode and deal in many
diversifiad [inea of goods. Morsover, total d ent ptore
sales ars known to be foirly cl corralated with males of
ull retnil etores. = Consequently, the pattern of department
store sples for the vavious regions may serve to give an
indicetion of the regional pattern of retail trade.*

As g menns of com the volume of retail tzade in each
region with nll the others, the yatio of sales of department
stores In ench region to that of total United States depart-
ment stores sales is utilized. In table 2 the ratios for the
various districts are presentad. .
It mey be noted that some movements in the relntive

The ity of comparable

1 Pevennihmes ars based opon guartedy totaly, sttty sdiustod,
Botibes of dala: TF. B, Departownt of Orotioeio, Qileo of Hotitesy Evoniimb

A Sines an factanss In sconombo aotiviby of a Foaslity may tand i At to sttt gmatl
m-hmm.miimmm in Jargor estabiiohments, Eho e of dapartmant ghorw dola
may oodomigts Eby m[t-nﬂ.uld mﬂm:miunlra Lhe fna
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importauce of the districts have ocewrred which might be
ptiributed to the differential impnot of the defonse achivities
of the country. There has been a significant improvement
in tha Cleveland and Chicago districts, apparently associated
with the matked pickup in machinery wnd metal-werking
industries n recent montha, The west const fpores give
evidencs of the aircralt program pnd the netivities associzted
with the militery operatiens in the Pacific aren, and would
ba expected to show a further improvement if shiphuilding
activity lnerenses.

By and lerge, however, the impast of such mobilization aa
Les tolen place to the present hag bosn small. This is not
surprising in view of the time required for the program to get

mbp full ewing. 'Thus, it may be recalled thal regional
differentiations becnme Iﬂﬂ.l‘k&dy only after the outhrenk of
World War II. Deupite the gicns prior to Peprl Harbor

in aireraft, motals and shipbui c_]inﬁ, vs will as the growth of
largs army campa which also raised buslbess activity in these
arans, it was not until 1942 and 1943 thot the West and South
ndvanped appreciably in relntive retail pesition.

Some ]siﬁgt on the outlook for retail astivity in the differant,
parte of country may be obtained by exsmining duta on
proposed facilities do be eonstrusted in theee areas under
certificates of necessity ;_:-arrnlit-t-l.nlg'I S-year amoriization for
tox puwrposes. The following table compares the regional
distribotion of authorizations as of April 8, 1951, with tha
distribution of private menufacturin facilities authorized
during the pariod July 1040-May 1944,

Foreml ditribation of
wlibptriemtloans

TRFO-1 T4

BHEEE.

B =wya.

g

Thers ore many limitations to such a tabls a3 an indication
of the prospective regional impact of the current mobilization
a8 compared with the lost. war, The recent figures include
only facilitias for which repid nmortization hea bean approved
up b April §, end the geographic &ﬁat.tern of later approvals
may be markedly different, as well as the pattern of other

es of new Installations, whether publicly or privatel
ced without wpplication for rapid amortization peivi-
leges,” Moreover, various types of plants have quite different
total effects par doilar of cast on the economic setivity of »
tegion; for exemple, the ateel plants plonned for the Eaat

""The distribution of plants pohlkiy ﬂlll.lwﬂ d g 1040 44 dlTers Iromn that above n
m:twmmmhllﬂt Nﬂ Cootrd} roghou ot the sxpon of the

and South are more likely to atiract other business ¢o their
arens thon are establishments concerned with diract pulitary

products. Finally, there is no reflaction in the above figures
of the inflow of Dusinese to n region caused by ber
ubilization of existing ecapacity, mcluding reopenmp of
stnod-by plants.

Deeapite these reservations, the above tabla yiclds some
usefy] tnformation. In the first place, the repicnal pattern
of planned axpgnsions iz on the whola suﬁprisingly similar to
that represented by the World War II figures. The major
differences ore the smaller extent of additions in the North
Clentrel States, and the increpse for tha southern part
of tha country,

(Continued an p. 24)

Chart 5.—Sales of Chaln Stores an a Percentage of AR
Retail Stores, by Selected Kinda of Business
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Receipts from Lalin Americon travelers increased stondily
during the wir period and reached in 1949 and 1950
about two- : s )
tries. Since 1937 expendiburca of Latin Americaps in the
United States incrossed about fourfold, far more than those
of other areas. Aside from the ressons maintainad above for
the general rise of travel to the United States, the large in-
creage on the paré of Latm Awmeriesns reflects undoubiediy
the improvement in their sconomic siuation duricg
pfter the wer. This epplies particularly to Clubs and Mexica,
which account for 56 percent of oll travel expenditurez by
Laiin Americans jn the United States, BExcluding Mexico,
Latin American travelers spent more in the United Siates
than United States wavelers in Latin America.

Travel expeoditures by Eunropenns in the United 3tatea in
1950 were only 5O percent above 1937, the increase being far
lezs than the rise in the cosi of lg::ﬁg Moreover, inese
expenditures have been declining sieadily since 1947 when

irda of American axpondityirea in these coun--

Moy 296)

exchange restrictions greaily tightened both for dravel ang
for merchandize purchnges in the doller srea,
Conditions favor increased foreign travel

With incomes in the Unitad Staies higher than last yenr
ond with consumer stocks of durnble goods incressed, the
demand for travel may be crpected tﬂbﬁﬁglgharin the coming
gorson than lost year.

If political developments do not disconrage transatlaniic
travel, the somewhat higher veesn shippmg c?a.ccit-;r ehould
fucilitate & further rise m the number going to Kurops during
the coming season and to increase f Eurepean dollar
receipta, Traval to nearby areas, which ja less affested by
political events, can likewise be axpected to rise. However,
ihe rise of travel to the latter countries can be —&i
lonst parily—to be offset by increnssd travel by their
residonts to the Tnited Stntes, stimulated by thair rismg
incomes and their very much improved doller position.

Accelerated Amortization and Prlvate Facilities Expansion
{Conizesed from @, 18}

to nota some of the nspeets of the propram &8 it relntea to
Federal revenues. Seme notion of the financial "cozt™ to
tho Government may be gathered under certain m‘}i‘ﬁmg
sssumptions os to the eontinued usefulness of the facilitics
snd the course of Federal tax rates, o

H, for example, it is sssumed that the facilities will con-
tinue to have aconomic valua efter the emergency,
the fnlluwinﬁ caloulations indicate the differential tax receipts
which would onsue vnder piven emergency and postemer-
genoy tax rnie swucturss. The $3.5 billion wmnorizeble
portion of the facilitics cxpansion progrom to dato is faken
as n stacting point. This figare tends to overstate the
revenue reduction to ths extent that some loss of economic
wsefulnesa will undonbtedly be involved after the termination
of tha emergency. On the other hand, such & figure under-
states the $ax loss insofar as further amortization approvals
will ba granted. A normal useful ife of 20 years ia psaumad
by way of illustration, )

Benring in mind ¢hese qualifications, it will be noted that
tho revenye losa to the Government {or benefic to the owner)
is groater the higher the effective tox rate applicsble to
income earned in the emergancy, and the lower the postwar
bax rates ag compared with those currently in effect or in
progpect. In the 77 parcent, or highest, marginal tax broele:
applicable under the present oxcess profits tax law, the
TEVEnUL lﬂﬂ? is &&lmﬂllitad to be S‘Il.i.ﬁt]!:l}aﬂ]ion should the
emoergency lost the 5 ¥Feara an prost-o L
gorparste tnx rates revert to the pre-Korean ferms. ﬁl
the 82 percent over-all sffactive tax limit now in affect,
the comparable colculated loss would be somewhnt less,
about $0.5 billion,

__In tha event that there'is no chanpws in tax rates over the

life of these assets, there would be no divect revenue loss to
the Gorernment, but there would be & aubstantial iharest
cost depending on the average rate of interest poid by the
Qovernment and the average longth of time over which tax
paymentz are postponad through smortization.

Severnl impovtant qualificationa should be emphasized
in svalealing the ravenus "cost” aspect of tha amortizttion
program, In the first place, in the ebeonce of this prt:-%mm,
alternative metbods of finencing some of the required facili-
tisg, including poszibly direct Federal outlays, would un-
dnubtedl:.r be necesanry.

Moreovar, revenus ooats {0 the Government of such s
program can hordly be evaluated without information on
itz offects o pricing sud renegotintion policies. Ib may be
noted the current provisions enrry forward the Woeld War
I policies of allewing the amortization deduction in the
renogotiation of emergency profits. To the extent that un-
veunlly ropid loss of economic wnlue is incurred, smch a
practice is, of courze, nedosssry in order to insurs recovery
of cost ¢f facitities. However, to tha extent that post-defense
wolues are reletively well muintained, this procedurs tends
o enhance the advantoges (0 businessez in making usa of
the smortization pregrom.

In general it must ba resoynized that a foll avalvation of
the rapid smortization program can only be made in the
light of the environment in which the oporntes
rather than by considering separate aspects of the program
in isofation,

Recent Trends in Retoil Trade
(Condinsed from p, 15)

To some extent the cwvently less favorable showing of
the North Central States reflects the greater emplagis ni
present on the increased utilization of existing capneity ns
well as the reopening of standby plonts and the conversion
of eetablishments previously ar in ¢ivilian production.

The fragmentory date svailable on differentiol impacts
by store alze indicate thot here tov the mobilization pro-

am is malking ifsalf felt only slowly. The indientions ara
ﬁrmt- tha smaller stores banefited more than the laypar from
the increase in retail sales in 193¢, and this iz the usual situa-
tion in & poviod of vising economic sctivity, However, the
evidance secms to show that the advontoge of the small
establishments was just as great in the first of the yeor

&3 in the period following Koren.

Some furiher light is cast by a comparison of chain rnd
indepandent store sales (ehart & on page 19). In most lines
of trade, the relative importance of two groups of siores
hos altered very libtle sinee the first half of 1950, This is
ramniniscent of the period bafore vur eniry into World War
11, where ‘g;ﬂiﬁﬂﬂ.l.]t- inroads wers mada by independonts
on _the chains’ relative standing only sfter Pearl Harbor.

Semp i may attach to the small mereass in the
position of grocery chains, which may be associnted with
the rapid rise in food prices. Tnder food rationing durin
the war, with priea considerations secondary, grocory ns w
o2 other types of chaias lost ground to independents.




